: OSH 


; bes eis ad ‘University of ae . 
pet ey OT gen ae i 4-18 Business Buildin 
Y, badd Aa ee Kfa, re i . ; Edmonton, Alberta T6G he 


. 
aM sa kas z 
€ obs oe ‘ meaeet i 


A ka BRE, oe 
aad 5 = D ' 
_— , 7s ee ee i 
’ Seti ie, Be ; 
os os X 


ncth 2 te 


sagt in 
a ee 


ene arg) VTS 
a C9EbS Flas >? 


OTK. 2 bite AX Go te Tere. 
peor hie os | airs ‘ 


ANNUAL 
; corel. a 


fe. to cnifeann lean 


nero 
ky? Ae 
— 


an apcenes : 
ait 600 IS TE tag ae 5 


‘of te aig oe flv 14 


av ing at 


rk Mess AS 5 


im resins e Vi ung SETeR, 


wie 4 Bh ent g, i " 
me ang 4 soto edo aandl ie liseli Bil Chee iF ital 
ae ey a yey Ke 
: my b ; j as sta" ; ; - ar 
= et pie 7 he. at : 4 2 
Te a ae ia >) 
i , r] 
LAME OS areas 
} : Bor 
1A pe ‘ 
* 
> ted é 7 
Sis P y 
- ‘ 
; ! @ or r 
is P 
7 . ‘ 7 ' - 
’. ” Y ’ 
5 i 
4 ‘ j 
a s rs, " 
4 ; e 
f iz 
a ep 
ay a eB ‘ 
: eect ee a : : 18 
pein ae ae ia ag RA > ra agian tah ace 
Me ace ; 
tw 
s 
b. 
“.. A i 
& a - 2 
ne nS vi 
’ J ) — ” o c ‘ 
a ¢ . ~ 


ies! i - Winspear Business Reference ‘Library 


BOARD OF DIRECTORS 


YVES DES GROSEILLERS 
Chairman of the Board, 

President and Chief Executive Officer 
of the Company 


CHARLES DES GROSEILLERS 
Secretary of the Company 

and Vice-President, 

A. Bélanger (Détail) Itée 

(société d’investissement) 


MICHEL LABRECQUE 
President, 

Brault et Martineau Inc. 
(Furniture retailer) 


JACQUES TANGUAY 

Vice-president and General Manager 
Ameublements Tanguay Inc. 
(Furniture retailer) 


ANDRE BERARD* 
Chairman of the board, 
National Bank of Canada 
(Financial institution) 


GILLES CREPEAU** 
President, 

Bertrand Crépeau & Fils Inc. 
(Furniture retailer) 


PIERRE OUIMET* 
President, 

Meubles R. & P Ouimet Inc. 
(Furniture retailer) 


ROBERT PARE** 

Partner, 

Fasken Martineau DuMoulin, LLP 
(Law firm) 


SIMON SENECAL*/** 
Investment Counsellor, 
National Bank Financial Inc. 
(Investment dealers) 


* Members of the Audit Committee 
**Members of the Human Resources 
Committee 


GENERAL INFORMATION 


AUDITORS ; ere. 
Samson Bélair / Deloitte & Touche ota N. 


LEGAL ADVISORS Le . 
Fasken Martineau DuMoulin, LLP yb 


BANKERS __ Kae a 
National Bank of Canadait—t”*” « 


REGISTRAR AND TRANSFER AGENT 
National Bank Trust 


STOCK LISTING | 
BMTC Class A Subordinate Voting Shares are 
listed on the Toronto Stock Exchange under the 
symbol GBT.A and CUSIP number meses 
Bk 


ANNUAL SHAREHOLDERS’ MEETING - 
The annual meeting of shareholders will t 
held on April 17, 2003, beginning at 2:00 p.m.; 
in the Salon Victoria at Hotel Delta Centre-Ville, 
777 University Street, Montreal, Quebec. 


HEAD OFFICE Re 
8500 Place Marien : 
Montréal East, Quebec 

H1B 5W8 ’ 
Tel.: (514) 648-5757 i Lay) 
Fax: (514) 881-4056 


The BMTC Group Inc. 


BMTC Group Inc. is a holding company incor- 


porated under Part IA of the Quebec Compa-_ 


nies Act. Its Class A Subordinate Voting Shares 
(“Class A Subordinate Voting Shares’) are 
listed on the Toronto Stock Exchange. 


Through its subsidiaries, Brault et Marti- 


neau Inc. and Ameublements Tanguay Inc., the 
Company manages and operates one of the 


FINANCIAL HIGHLIGHTS 


largest retail sales networks of furniture and 
household and electronic appliances in Que- 
bec. This network is composed of twenty stores 
in’ the Montreal, Quebec City, Laval, 
Ste-Thérése, Ste-Foy, St-Georges, Three Riv- 
ers, Sherbrooke, Chicoutimi, Riviere-du-Loup, 
Rimouski and Gatineau regions in Quebec. The 
network also includes two distribution and 
administrative centres in Montreal and Quebec 


City. 


(in thousands of dollars, except per-share amounts) 


Operations 


Revenue 
Net income 


Financial position 


Total assets 
Shareholders’ equity 


Per-share information** 


Net income 
Dividends 
Book value 
Stock market value* 
Year high 
Year low 
Number of shares outstanding 


2002 2001 
$ 807,937 $ 642,532 
38,442 21,721 

$ 260, 563 $ 206,289 
133,808 117,599 

$ 1.67 $ 0.88 
0.13 0.105 

6.03 4.97 

16.00 9.00 

8.25 4.00 
22,200,000 23,669,800 


*Only Class A Subordinate Voting Shares are listed on a stock exchange. 
*After taking into account the 2-for-1 stock split effective as of June 3, 2002. 


MANAGEMENT REPORT 


The 2002 year ended up being a banner year in 
the history of the Company, with both record 
sales and earnings. This was achieved with the 
same number of stores as in 2001 and only a 
marginal increase in square footage (15,000). 
Total revenues topped $800 million, a 26% 
increase over 2001. This level of growth was 
last attained in 1992, when the Company’s 
sales were in the $200 million range. 


Results 


For the fiscal year ended December 31, 2002, 
the Company’s' revenue’ increased _ to 
$ 807.9 million, up $ 165.4 million from the 
$ 642.5 million recorded in the corresponding 
2001 period. 


Net income for the fiscal year ended Decem- 
ber 31, 2002 stood at $ 38.4 million compared 
with $ 21.7 million, for the previous fiscal year. 
This increase represents a 77% gain compared 
with net income for the corresponding 2001 
period. Taking into consideration the share 
redemption program carried out over the fiscal 
year, earnings per share increased from $ 0.88 
to $ 1.67 in 2002, for a growth rate of 90% over 
the year. 


Financial position and dividends 
As at December 31, 2002, the Company’s 
working capital amounted to $ 19.8 million, up 


$ 11.9 million from December 31, 2001. 


As at December 31, 2002, shareholders equity 
amounted to $ 133.8 million, up 14% over the $ 


117.6 million recorded last year. The book value _ 


per share rose to $ 6.03, compared with $ 4.97 
on the same date in 2001. \ 


The number of outstanding shares of the Com- 
pany changed yet again in 2002 due to 
redemptions carried out under share redemp- 
tion programs implemented in June 2002, as 
has been done in past years, and to the conver- 
sion of Class B Multiple Voting Shares. After 


having made the necessary adjustments result- _ 
ing from the share split effective as of June 3, 
2002, 42,244 Class B Multiple Voting Shares — 
and 1,427,556 Class A Subordinate Votin 
Shares were redeemed by the Company an 
cancelled in 2002 pursuant to redemption pro- 
grams, while 742,920 Class B Multiple Voting - 
Shares were converted into as many Class A. 
Subordinate Voting Shares. As a result of these is 
changes, the Company had, as at Decem- 
ber 31, 2002, 9,136,628 Class B Multiple Voting — 
Shares and 13,063,372 Class A Subordinate 
Voting Shares outstanding. The above men- 


chases of Class A Subordinate Voting Shen ‘ 
pursuant to the Company’s issuer bid a 
announced on January 14, 2003 and expiring — 
February 28, 2003. 


During the fiscal year, the Company. ea Me 

dends of 0.13 cents per share to holders of 
Class A Subordinate Voting Shares and Class B — 
Multiple Voting Shares. It also paid a iota 
amount, before taxes, of $ 1.2 million as a cash 
award in lieu of shares as a result of the exer- _ 
cise of 224,000 stock options previously ~ 
granted, of which $0.7 million was charged 
against the debt relating to the stock option © 
plan, $0.5 million was charged to the year’s 
earnings and an additional compensation 
expense of $8.7 million, regarding non exer- 
cised options, was also charged to earnings for 
the twelve month period ending December 31, 
2002. These adjustments to the compensation: ly 
expense had the effect of reducing the years 
earnings per share by $ 0.27 compared to be 
0.17 the previous year. 


Operations 


Ameublements Tanguay 


In April 2002, the Company restructured the 
Chicoutimi Store to add 13,000 square feet of — 
additional selling space. __ 


In the course of 2003, the Company proposes a, 
to proceed with the relocation of the store in | . 
Beauport as well as the relocation of another 
store of its Ameublements Tanguay network. 


Brault et Martineau 
Since the fiscal year-end of 2001, the Company 


made several acquisitions and renovations with 


a view to improving its Brault et Martineau 
network. ? 


Firstly, in September 2002, the Company built 
and opened a new 70,000-square-foot store in 
Kirkland, replacing the 40,000-square-foot 
store also situated in Kirkland. 


In November 2002, the. Company also 
expanded by 10,000 square feet the store on 
Jean-Talon Street. 


In addition, in 2002, the Company purchased a 
lot and undertook the construction of a new 
70,000-square-foot store in Brossard which is 
expected to open in September 2003. This 
store will replace the 40,000-square-foot store 
also situated in Brossard. 


The Company is committed during 2003 to 
expand by 10,000-square-feet the store in 
St-Hubert and by 24,000 square feet the store 
in Ste-Thérése, which will increase the surface 
area of these stores to 70,000-square-feet. 


Finally, the Company is also considering selling 
excess land at two of its locations. 


Outlook for the future 


These extraordinary results reflect a 
~ macroeconomic reality that was specific to 
2002. There was an important shift in consumer 
spending, as the result of the tragedy of Sep- 
tember 11, 2001, which was referred to as the 


“cocooning effect”. Consumers shifted spend- 
ing away from travel & leisure activities and 
instead invested in the home best evidenced by 
the robust performance of the real estate indus- 
try. This spending shift had a significant positive 
impact on the Company’s results. The event 
and its immediate effect on the Company was 
impossible to predict, however, management 
believes that these new consumer-spending 
patterns were only temporary. 


To date, 2003 comparables have been very dif- 
ficult, if not impossible to match. Year over year 
sales declined 22% in January and 18% in Feb- 
ruary. Management feels confident that begin- 
ning in March, this downward trend will be 
reversed. Backed by the robust financial posi- 
tion of the Company, management will aggres- 
sively merchandize and advertise, to capture 
additional market share in this weakened 
environment. 


The Company remains confident that, with its 
efficient management, its market leadership 
role and its sound financial structure, it will be 
able to continue to deliver a level of financial 
performance superior to that of other compa- 
nies operating in this sphere of activity. 


Chairman, President and 
Chief Executive Officer, 


(S) Yves Des Groseillers 
February 18, 2003 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS TTT 
AND OTHER FINANCIAL INFORMATION rave)! 


Canadian generally accepted accounting principles, and the other financial ionneeon provided in the : 
Annual Report, which is consistent with the financial statements, are the responsibility of management and ‘i 


have been approved by the Board of Directors. % ae ie 


The consolidated financial statements include some amounts that are based on management's be ; 
estimates and judgement and, in their opinion, present fairly the Company’s financial position, results of =i 
operations and changes in financial position. The Company’s procedures and internal control systems are _ 
designed to provide reasonable assurance that accounting records are reliable and to safeguard the 
Company’s assets. = : i 


> 


The Audit Committee is responsible for reviewing the consolidated financial statements and Annual Report : 
and recommending their approval to the Board of Directors. In order to fulfill its responsibilities, the Audit — 
Committee meets with management and external auditors to discuss internal control over the financial 
reporting process, significant accounting policies, other financial matters and the results of the examina- 
tion by the external auditors. 3 


Deloitte & Touche, Chartered Accountants, and their report is included herein. 


Yves Des Groseillers 
President and C.E.O. 


AUDITORS’ REPORT | } : 


To the Shareholders of 
Groupe BMTC Inc. 


We have audited the consolidated balance sheets of Groupe BMTC Inc. as at December 31, 2002 and > 
2001 and the consolidated statements of earnings, retained earnings and cash flows for the years then — 
ended. These financial statements are the responsibility of the Company’s management. Our responsibil- 

ity is to express an opinion on these financial statements based on our audits. be 


js 
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial _ 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. ; 


In our opinion, these consolidated financial statements present fairly, in all material respects, the fincas 
position of the Company as at December 31, 2002 and 2001 and the results of its operations and its cash 
flows for the years then ended in accordance with Canadian generally accepted accounting principles. 


Samson Belair ; a 
Deloitte & a 
Touche 
Chartered Accountants 
Montreal, February 14, 2003 


GROUPE BMTC INC. 

CONSOLIDATED STATEMENTS OF EARNINGS 
years ended December 31, 

(in thousands of dollars, except per share amounts) 


‘S 
Revenue 


Cost of sales, selling and administrative expenses 


Depreciation 


Investments income 


Earnings before income taxes 
Income taxes (Note 6) 


NET EARNINGS 


Net earnings per share (Note 5) 


Basic 
Diluted 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
years ended December 31, 
(in thousands of dollars) 


Balance, beginning of year 
As previously reported 
Change in accounting policy (Note 1) 


Adjusted balance 


Net earnings 


Dividends 


Premium on redemption of shares 


Balance, end of year 


2002 


$ 807,937 


747,833 
3,927 
(1,149) 


750,611 
57,326 


18,884 


$ 38,442 


1.67 
1.61 


AA 


2002 


$ 110,154 


110,154 
38,442 
(2,909) 


(18,683) 
$ 127,004 


2001 


$ 642,532 


606,192 
3,389 


(1,242) 
608,339 


34,193 
12.472 


Sovelret 


$ 0.88 
$ 0.88 


2001 


$ 103,604 
(1,580) 


102,024 
21,721 
(2,508) 


(11,083) 
$ 110,154 


GROUPE BMTC INC. 
CONSOLIDATED BALANCE SHEETS 
as at December 31, 

(in thousands of dollars) 


ASSETS 


CURRENT ASSETS 
Cash 

Accounts receivable 
Inventories 

Prepaid expenses 

~ Income taxes receivable 
Future income taxes 


Note receivable 

Investments (Note 2) 
Fixed assets (Note 3) 
Future income taxes 


LIABILITIES 


CURRENT LIABILITIES 

Accounts payable and accrued liabilities 
Income taxes payable 

Deferred revenue 

Future income taxes 


Debt relating to the share option plan (Note 5) 


Deferred revenue 
Deferred pension liability (Note 7) 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 5) 
Retained earnings 


2002 


girare: wee 
71,186 


62,065 
112 


; 4,091 


145,329 


24,893 
88,580 


1,761 


260,563 


3 280,563 


83,219 
5,576 


661 
22,903 
—___ 13,131 


125,490 
212 


1,053 
__ 126,755 


6,804 
127,004 


-___ 133,808 


$ 206,289 


Po es 


88,690 


7,445 
I oS 


. 117,599 


b 


$_ 260,563 Pare 206,289 
APPROVED BY THE BOARD ee 
‘ ; 
(s) Yves Dos Groselllersris. te eee eas —7 ir. 
(Ss). Charlies Des (Groseivers.. <ciarete ate Mae ats 8 oe 
. | : 


GROUPE BMTC INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
_ years ended December 31, 

(in thousands of dollars) 


CASH FLOWS FROM OPERATING ACTIVITIES 
Net earnings 
Adjustments for: 
Depreciation of fixed assets 
Future income taxes _ 
Loss on disposal of fixed assets 
Gain on disposal of investments 
Pension expense 


Changes in non-cash operating working capital items 
Accounts receivable 
Inventories 
Prepaid expenses 
Accounts payable and accrued liabilities 
Income taxes payable 
Deferred revenue 
Debt relating to the share option plan 


CASH FLOWS FROM FINANCING ACTIVITIES 
Dividends paid 
Redemption of shares 


CASH FLOWS USED IN INVESTING ACTIVITIES 
Decrease of note receivable 
Disposal of investments 
— Acquisition of investments 
Acquisition of fixed assets 
Disposal of fixed assets 


Net change in cash and cash equivalents 
Cash and cash equivalents, beginning of year 


CASH AND CASH EQUIVALENTS, END OF YEAR 


Supplemental cash flow disclosure 
Interest paid 
Income taxes (received) paid 


2002 


$ 38,442 


3,927 
12,555 
9 

(68) 
256 


55,121 


(43,040) 
(2,774) 
(6) 
10,529 
8,638 
(1,189) 
8,036 


35,315 


(2,909) 
(19,324) 


(22,233) 


338 
21,610 
(22,183) 
(7,822) 

35 


(8,022) 
5,060 
2,815 


$ 7,875 


253 
(1,690) 


2001 


S 2),721 


(20,340) 
7,611 
309 
16,626 
(3,733) 
(1,682) 
2,580 


32,909 


(2,508) 
(11,829) 


(14,337) 


450 
5,942 
(6,965) 

(18,551) 
1,627 


(17,497) 


1,075 
1,740 


$ 2,815 


165 
10,375 


GROUPE BMTC INC. OM OTM 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ) 2Ti 2TATe GATACL 

years ended December 31, 2002 and 2001 f  yecmacia’ heal 

(tabular amounts only are in thousands of dollars) : nnation to 

1. ACCOUNTING POLICIES _ rates or substantively enacted tax rates as an 
: = estimate of the rates which will be in effect when 


Principles of consolidation 


The consolidated financial statements include Earnings per share 

the accounts of the wholly-owned subsidiaries, ~ 

Brault et Martineau Inc. and Ameublements During the year ended adoanae 31, 2001, the 
Tanguay Inc. — Company adopted the recommendations of 


the Canadian Institute of Chartered Account- 
ants, with respect to earnings per share. Under z 


Inventories the revised standard, the treasury stock 
method is used instead of the imputed earnings 

Inventories are valued at the lower of costand approach for determining the dilutive effect of 

net realizable value. Cost is substantially deter- options issued of other similar instruments. — 


mined under the average cost method. Reconciliation of the numerators and denomi- 
nators used in the calculation of basic and 
diluted income per share is presented in accor- 
Fixed assets dance with the recommendation. = 


- 


Fixed assets are accounted for at historical 


cost. Depreciation is calculated over their esti- Employee share option plan Wour- Hee 
mated useful lives under the diminishing bal- S 7 Sone thd; 
ance method at the following annual rates: The Company has a stock-based compensa- 
=> 2 tion plan where options to purchase common 
Parking and buildings ‘4% to 8% shares are issued to directors and employees. 3 
Leasehold improvements Term of the lease During the year ending December 31, 2001, the 
Automotive equipment 30% Company immediately adopted the new rec- 
Software 100% ommendations. of the Canadian Institute of 
Computers 30% Chartered Accountants with respect to stock- — 
Furniture and equipment 20% based compensation and other stock-based _ 
; payments. Under this new accounting stan- — 
Costs related to the layout of the retail stores dard, the Company accounts for stocks appre- 
such as electrical installation and decoration, ~ ciation rights and similar awards to be settled in — 
as well as the stores’ pre-opening costs are cash by measuring, on an on-going basis, the 
charged to the statements of earnings as they | amount by which the quoted market price 


are incurred. \ exceeds the option price at settlement date. 
These changes were applied retroactively 
through an adjustment to opening retained 


Future income taxes earnings and the comparative figures have not 

“a been restated. As a result, as at January 1, 
Future income tax assets and liabilities are 2001, the debt relating to the share option plan 
determined based on differences between the was increased by $2,515,000, future income 


financial reporting and tax bases of assets and tax assets were increased by $935,000, and 
liabilities, and are measured using current tax retained earnings were reduced by $1,580,000. 


#7 


Employee future benefits 


The Company accrued its obligations under 


employee pension plans and the related costs, 
net of plan assets, as the services are rendered. 
The Company has adopted the following 
policies: | 


* The Company selected the prospective 
method of adopting the recommendations 
and amortizes the transitional asset on a 
Straight-line basis over the average 


remaining service period of active employ- — 


ees expected to receive benefits under the 
pension plan representing 18 years. 


The cost of pensions earned by employ- 

ees is actuarially determined using the pro- 
jected benefit method pro rated on service 
and management's best estimate of 
expected return on plan assets, salary 
escalation and retirement ages of 
employees. 


For the purpose of calculating the 
expected return on plan assets, those 
assets are recorded at fair value. 


¢ The excess of the net actuarial loss over 
10% of the greater of the accrued benefit 
obligation and the fair value of the plan 
asset is amortized over the average 
remaining service period of active employ- 
ees representing 18 years. 


2. INVESTMENTS 


Portfolio investments, at cost (market value $24,653; 


$24,968 in 2001) 


Revenue recognition 


Revenues from merchandise sales are net of 
estimated returns and allowances, and exclude 
sales taxes. Revenues are recorded upon deliv- 
ery to the customer. 


Segmented information 


The Company considers its retail activities as a 
single operating segment. 


Use of estimates 


The preparation of financial statements in con- 
formity with Canadian generally accepted 
accounting principles requires management to 
make estimates and assumptions that affect 
the reported amounts of assets and liabilities 
and disclosures of contingent assets and liabili- 
ties at the date of the financial statements and 
the reported amounts of revenue and expenses 
during the reporting period. Actual results 
could differ from those estimates. 


Comparative figures 
Certain comparative figures have been reclas- 


sified in order to conform to the presentation 
adopted in the current year. 


2002 2001 
$ 24,893 $5 24,292 


3. FIXED ASSETS 


Land 

Parking and buildings 
Leasehold improvements 
Automotive equipment 
Computers and software 
Furniture and equipment 


Land 

Parking and buildings 
Leasehold improvements 
Automotive equipment 
Computers and software 
Furniture and equipment 


4. BANK INDEBTEDNESS 


The Company has an unsecured line of credit in the amount of $20,000,000 bearing interest at primer sacs a ; 


Cost — 


$ 31,873 — 
71,596 | 


3,051 
3,216 
2,734 


1,494 
~ $ 113,964 


Cost 


$ 29,473 
67,527 
3,051 
2,885 
1,906 
1,494 


$ 106,336 


renewable in May 2003 and tender financial covenants. 


5. CAPITAL STOCK 


a) Authorized, an unlimited number and without par value 


First preferred shares, issuable in series 


Second preferred shares, issuable in series 


Class “A” subordinate voting shares 


Accumulated 
Depreciation © 


This Mette 


$ = 
~ 19,742 
1,982 
1,496 
1,151 

$ 25,384 


pts hate liad 


Accumulated 


Depreciation 
$ 
623 


1,687 
1,175 


1,065 


De 21,607 


Class ‘‘B” multiple voting shares, conferring 20 votes per share 


Vr jOoL” 


2002 amen = 
Issued * ; 
13,063,372 Class “A” subordinate voting 2 

shares (13,748,008 in 2001) $ 5,737 $ 6,285 
9,136,628 Class “B” multiple voting | <. 

shares (9,921,792 in 2001) __ 1,067 1,160 

- | $96,804.06 ae FMS, -. 
During the year, the Company redeemed 1,427,556 (1,510,292 in 2001) Class “\” subordinate shares and — . 
42,244 (468,308 in 2001) Class “B” shares for a cash consideration of $18,716,000 and $608,000, ss 
respectively ($9,085,000 and $2,744,000 in 2001). The premium on redemption of shares of $18,683,000 if 
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($11,083,000 in 2001) was debited to retained earnings. Furthermore, 742,920 (43,816 in 2001) Class ‘‘B” 


shares were converted into 742,920 (43,816 in 2001) Class “A” subordinate shares. 


On June 3, 2002, The Company effected a share split on a 2-for-1 basis. The 2001 figures have been 
restated to reflect to this split. 


b) Employee share option plan 


The Company has a stock option plan for certain directors and employees which provides for the purchase 
of Class ‘‘A” subordinate voting shares up to a maximum number of 4,605,416 issuable shares. 


According to the plan, the holder of an option can choose, at any time, to receive from the Company, a 
payment in cash equal to the number of shares for which the option is exercised multiplied by the amount 
for which the market value of the share exceeds the exercise price, or to subscribe to a number of shares 
for which the option is exercised. The rights relating to the options are vested at the date of grant, and the 
maximum life is 10 years. 


2002 2001 


Weighted Weighted 

Average Average 

Exercise Exercise 

Options Price Options Price 

Outstanding, beginning of year 1,692,000 $ 5.55 2,576,000 $ 4.28 
Granted 480,000 14.38 32,000 5.50 
Exercised, for cash (224,000) 5.55 (916,000) 1.98 
Outstanding, end of year 1,948,000 $ 7.72 1,692,000 $ Sues) 


During the year, 224,000 shares options (916,000 in 2001) were exercised, and the holders chose to 
receive a payment in cash of $1,205,000 ($3,678,000 in 2001). Of this amount, $689,000 ($2,515,000 in 
2001) was recorded against the debt relating to the share option plan, and $516,000 ($1,163,000 in 2001) 
was charged to earnings in the current year. In addition, an amount of $8,725,000 ($5,095,000 in 2001) was 
also charged to earnings in the current year to account for the stock appreciation rights. 


The following tables summarize information about the stock options outstanding at December 31, 2002 
and 2001, respectively: 


2002 
Options outstanding Options exercisable 

Number Weighted Weighted Number Weighted 
Range of Outstanding Remaining Average Exercisable Average 
Exercise at Contractual Exercise at Exercise 
Prices December 31 Life Price December 31 Price 

$ $ $ 
5.04 to 5.75 1,468,000 3.0 years 5.54 1,468,000 5.54 
14.38 480,000 9.4 years 14.38 480,000 14.38 
1,948,000 4.6 years 7.72 1,948,000 7.72 
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Options outstanding 


Weighted 


Number 
Range of Outstanding Remaining 
Exercise at Contractual 
Prices December 31 Life | 
$ . = $ 
. 5.04 to 5.75 1,692,000 4.0 years 


market value Gi thé shares at that time. 


c) Earnings per share 


The following table provides a reconciliation between basic and diluted earnings per share: 


Net earnings — basic and diluted 


2001 


Weighted 


Average 
Exercise 
Price 


9.09 | 


Weighted average number of common shares outstanding 


Effect of dilutive stock options 
Weighted average number of diluted common shares 
outstanding 


6. INCOME TAXES 


Earnings before income taxes 


Provision for income taxes based on combined basic _ 


federal and provincial tax rate 
Impact of the tax rate reduction on future income taxes 
Non taxable dividend 
Other 
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Options. cxersisannateat ert 


Number — 
_ Exercisable 


i’ 


December 31 Br 


1,692,000 


2002 
$ 38,442 
851 


$23,879 


2002 


$ 57,326 


20,156 
~ (1,061) 
(309) 


98 


$ 18,884 


eles Average 


$34,193 


cae 
t~ 


- Weighted © 


2001 a) 


ve TUS 
42,708 ig 
(133) 
+ On AweNSOSHT 
204 


‘Sts 472 


~~. 


Ae 


_ The overall tax effect of temporary differences that give rise to the Company’s future net tax assets and 


liabilities is as follows: 


Current 


Future income tax assets 
~ Debt relating to the share ~ 


_ option plan  §$ 


Fixed assets 


ee atin 


Future income tax liabilities 


Accounts receivable 


7. EMPLOYEE FUTURE BENEFITS 
The Company has defined benefit pension plans providing pension benefits to most of its employees. 


Accrued benefit obligation: 


Balance, beginning of year 
Current service cost 
Interest cost 

Benefits paid 

Actuarial loss 


Balance, end of year 


Plans assets: 


Fair value, beginning of year 
Actual return on plan assets 
Employer contributions 
Employees’ contributions 
Benefits paid 


Fair value, end of year 


Funded status — plan (deficit) surplus 
Unamortized transitional asset. 
Unamortized net actuarial loss 


Deferred pension liability 


$ 22,903 


2002 


Long-term 
$ a 
1,761 
1,761 
$ = 


Information about the Company’s defined benefit plans is as follows: 


Current 


$ 1,588 


$ 8,046 


2002 


$ 29,367 
3,967 
1,970 

(992) 


4,226 


$ 38,538 


$ 29,700 
411 

2,275 
1,390 


(992) 
$ 32,784 


$ (5,754) 
(3,634) 


8,335 


$__(1,053) 


2001 


Long-term 
$ m 
1,962 
1,962 

$ = 


2001 


$ 24,563 
3,116 
1,769 

(920) 
839 


$ 29,367 


$ 26,289 
1,288 
1,806 
1,237 


(920) 


$ 29,700 
$ 333 
(3,876) 
2,746 


$ 797 
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as follows le Ste average assumption as = Dacember Hime Rae Tk 

. 2002 
Discount rate 6.00% 
Expected long-term rate of return on plan assets : , 6.25 | 
Rate of compensation increase _ 4.00 , 

. we = 4d 

The Company’s net benefit plans expense is as follows: 7, 2 
Current service cost, net of employee contributions : Sr" 23577 
Interest cost j ; + at 1 ,970 
Expected return on plan assets sil da (1940) F a 
Amortization of net actuarial loss OS ae 
Amortization of transitional asset - (242) ' 
Net benefit plans expense $__ 2,530 


The amortization of transitional asset and unamortized transitional asset is as follows: 


2002 
Unamortized transitional asset at beginning of year $ 3,876 
Amortization for current year (242) 
Unamortized transitional asset at end of year $ 3,634 


~ 


8. Napa! ENTS 


minimum lease payments over r the next five years and thereafter are as follows: 


D008 5 Hasta yea den ae eee $ 2.351 000 
2004 am ccpepiginiies RISE es WR, 230/000 
3 = ne ML inte 2,193,000 
BOUG econ cs tate rece or aie 2,154,000 
ROOT ee Re eee amen 2,193,000 
; 2008 and thereafter ......... 11,551,000 


The Company is committed under a contract with a third party for the construction of a new store foran — 
approximate amount of $4,800,000. As at December 31, 2002, an amount of $70,000 nad yess been 
engaged by the Company. i Ws” 


\ 
\ 


9. RELATED PARTY TRANSACTION 


The following transaction occurred with the normal course of business and have oeen measured at their 
exchange amount. This transaction was as follows: 


2002 2001 


Rent — company controlled by directors ; $ 676 $ 708 i. 
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10. FINANCIAL INSTRUMENTS 
Credit risk 


The Company is exposed to credit risk from customers. This risk is alleviated by minimizing the amount of 
exposure the Company has to any one customer, ensuring a diversified customer mix. 


Fair values 


Fair values of assets and liabilities approximate amounts at which these items could be exchanged in a 
transaction between knowledgeable and willing parties. Fair value is based on available public market 
information, or when such information is not available, is estimated using present value techniques and 
assumptions concerning the-amount and timing of future cash flows and discount rates which factor in the 
appropriate level of risk for the instrument. The estimated fair values may differ in amount from that which 
could be realized in an immediate settlement of the instruments. 


At December 31 , 2002 and 2001, the fair value of all financial instruments approximates the carrying value. 


11. SUBSEQUENT EVENT 


On January 14, 2003, the Company announced a cash issuer bid for the purchase of up to a maximum of 
2,000,000 Class A Subordinate Voting Shares of the Company at a price of $17 per share. The offer expires 
on February 28, 2003, unless withdrawn, extended or varied. 


BMTC GROUP INC. 


HEAD OFFICE 
8500 Place Marien, Montreal East, Québec H1B 5W8 
Tel. : (514) 648-5757 Fax: (514) 881-4056 
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